ResearchGate 


See discussions, stats, and author profiles for this publication at: https://www.researchgate.net/publication/339939295 
The World in 2030 


Conference Paper : March 2020 


CITATIONS READS 
0 209 
1 author: 


Sean Cleary 
Parmenides Foundation 


68 PUBLICATIONS 23 CITATIONS 


SEE PROFILE 


Some of the authors of this publication are also working on these related projects: 


Project Systemic Risk View project 


Project  Regionl Cooperation View project 


All content following this page was uploaded by Sean Cleary on 15 March 2020. 


The user has requested enhancement of the downloaded file. 


2030 


GLOBAL TRENDS 


A SHIFTING CENTRE OF 
ECONOMIC GRAVITY 


22 ы 


Tt 
BIO-DIGITAL 
TECHNOLOGICAL.” 
REVOLUTION / 







as WEAKENING OF U.S. 
`^ POWER PROJECTION 





DISRUPTION OF 


WEAKENING THE RULES-BASED 
NATIONAL INTERNATIONAL 
GOVERNANCE ORDER 


GEOPOLITICAL 

TENSIONS & CONTESTATION 
“OF REGIONAL SECURITY 
2571 LANDSCAPES 


Тее ee 
Sele) man 


DISRUPTION 


SYSTEM-WIDE STRESSES: 
IMPACTS OF A GROWING, RAPIDLY- URBANIZING 
HUMAN POPULATION ON THE EARTH SYSTEM 


The World in 2030 


Trends, Inflection Points 
Challenges & Opportunities 





Introduction 


Eight trends that will shape the decade 


AUNE 


ONO л 


A shifting centre of economic gravity 

Weakening of U.S. power projection 

Disruption of the rules-based international order 

Geopolitical tensions and contestation of regional security landscapes 


Between the Eastern Mediterranean and Central Asia 
In the Russian ‘near abroad’ 
In the East China and South China Seas 


The first bio- digital technological revolution 

Significant social disruption 

Weakening national governance 

System-wide stresses: Impacts of a growing, rapidly-urbanizing 
human population on the earth system 


Scenarios to 2030 in the context of these trends 


Endnotes 


INDEX 


о о м 


12 
15 
17 


19 
21 
22 
24 


27 


THE WORLD IN 2030 TRENDS, INFLECTION POINTS, CHALLENGES AND OPPORTUNITIES 


E Introduction 


The present international system has allowed us 
to achieve economic and social progress? through 
multilateral construction of a global community, 
underpinned by the UN Charter.? Decolonization 
since 1947 resulted in expansion of the inter- 
national community, resulting in UN member- 
ship rising to 193 states,? an almost fourfold 
increase since 1945.4 Multilateral management 
of global affairs, supported by the Internation- 
al Monetary Fund, the World Bank Group, the 
World Trade Organization and a host of UN 
funds, programmes, and specialized agencies® 
has enabled broad economic development. 


The post-World War II international order was 
initially a bipolar order centred on Washington and 
Moscow. After the implosion of the USSR in1991, 
the U.S. exercised hegemonic leadership of a rules- 
based international order across most of the world. 
But the increasing digitization of connections, 

the globalization of the financial system and the 
construction of long supply chains, progressively 
weakened the state® as the central pillar of the in- 
ternational order. Largely unfettered capital flows, 
and increasing financialization, offshoring and the 
elimination of jobs in many advanced economies, 
have posed growing challenges to national sover- 
eignty and democratic accountability.” There are 
signs that we have reached an inflection point. 


The past two-and-a-half decades of the early 
knowledge (or digital) era, have brought glob- 

al, national and local challenges akin to those 
wrought in Europe when the industrial revolution? 
replaced kinship with class as the primary social 
building block, and industry supplanted agriculture 
and craft manufacturing as the primary means 

of adding economic value. The global economy 
has outstripped a global polity able to deliver 

the common public goods which markets cannot 
provide. Without agreement on the norms that 
would underpin a new polity, we have not been 
able to create one There is no sense of global 
community, no true global society. The asymme- 


try between the scale of the economy, society 
and polity have led to weak economic gover- 
nance, economic and social volatility, normative 
clashes, and social and geopolitical turbulence. 


The evolution of the global landscape over time 
is shaped by major trends, which affect coun- 
tries, regions and communities in different ways. 
The landscape at the end of 2019 is marked by: 


* A continuing shift in the economic centre of 
gravity from the Atlantic to the Indo-Pacific; 
and uncertainty about the global economy six 
years after the end of a deep recession; the 
residual effects of the unconventional mone- 
tary policies? employed to prevent implosion of 
the financial sector in 2009, and trade shocks 
due to the U.S. Administration’s reversal of 
three decades of global economic integration 
through the progressive elimination of tariffs; 
The weakening of the ability and desire of the 
U.S. to anchor the international security system; 
The disruption of the rules-based interna- 
tional order established after World War Il; 
Normative uncertainty about the “rules of the 
game” at global and regional levels; associat- 
ed with contestation of key regional security 
landscapes due to geopolitical tensions and 
gaps in the global strategic architecture; 

A transformative post-industrial bio-dig- 

ital revolution’? that threatens estab- 

lished patterns of work and education; 
Significant social disruption due to frus- 
tration and perceived inequity; 

A weakening of national governance; and 
System-wide stresses due to the impacts of 

a growing, rapidly urbanizing, human popu- 
lation on the earth system, including climate, 
oceans and terrestrial and marine biodiversity; 


Each of these trends poses large challenges. 
To understand their evolution over the next de- 
cade and to craft an ability to manage and mit- 
igate the risks they pose, we need insight into 
the interplay of the factors underpinning them. 
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Ш Eight trends that will 
shape the decade 


Trend One 





A shifting centre of eco- 
nomic gravity 


This is largely due to the rise of China since 

Deng Xiao Ping implemented market reforms 

and opened the economy to foreign trade and 
investment in 1979. China’s growth in real annu- 
al GDP growth averaged 9.5 percent from 1979 
through 2018, lifting some 800 million people 

out of poverty and transforming the PRC into the 
world’s second largest economy in real exchange 
rate terms, the largest at purchasing power parity, 
and the largest manufacturer and merchandise 
trader, with the world’s biggest holdings of foreign 
exchange reserves. China is a critically important 
player in global development today and in future." 


The maturation of China’s economy had led real 
GDP growth to slow from 14 percent in 2007 
to 6.6 percent in 2018, projected to fall to 5.5 
percent by 2024. The government has devel- 
oped a new growth model focused increasingly 
on private consumption, services, and innova- 
tion, and less on fixed investment and exports. 





View China's Real GDP Growth from Mar 1992 to Jun 2019 in the chart: 
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EE Real GDP: YoY 


FIGURE 1: CHINA’S GROWTH PATH: MARCH 1992-JUNE 2019 


The further we project estimates into the future, 

the higher the uncertainty becomes.With that ca- 
veat, it seems probable that in 2050, the structure 
of the global economy will have changed radically. 


China’s economy will likely be the world’s larg- 
est, comprising 20 per cent of global GDP, with 
India’s the second biggest, at 15 per cent. The 
U.S., by this estimate, will take third place at 
12 per cent, with the 27 countries of the Euro- 
pean Union - if the EU holds together -ranking 
fourth at 9 per cent. The same estimate sug- 
gests that the seven big emerging economies 
— China, India, Indonesia, Brazil, Russia, Mexico 
and Turkey — which were, in aggregate, half the 
size of the G7 countries (Canada, France, Ger- 
many, Italy, Japan, United Kingdom and United 
States of America) in 1995, and equaled them 
in 2015, could be twice their size in 2040. 


The US and Europe will steadily lose 
ground to China and India 


Share of world GDP (PPPs) from 2016 to 2050... 





өг 


Sources: IMF for 2016 estimates, PwC analysis for projections to 2050 


FIGURE 2-1: ESTIMATES OF RELATIVE SIZE OF NATIONAL 
ECONOMIES IN 2050, PWC: THE WORLD IN 2050 
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Global economic power will shift to the E7 
economies 


Ін... 
шеге G 
1995 Е" half 
the size of РА 
Ву... were 
around the 
a E7 same G7 
size as 
And in just 
25 years... 
could be 
2040 E7 double G7 
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G7: US, UK, France, Germany, Japan, Canada and Italy 
E7: China, India, Indonesia, Brazil, Russia, Mexico and Turkey 


FIGURE 2-2 : ESTIMATES OF RELATIVE SIZE OF NATIONAL 
ECONOMIES IN 2050, PWC: THE WORLD IN 2050 


This outcome would represent a reversion 
to an earlier economic order before the in- 
dustrial revolution, in which, until about 
1840, Asia had always contributed the larg- 
est share of global economic output. 


% of World Economy (Measured in 1990 International $) 
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Source: Citigroup estimates based on original data from Angus Madison, 2001, The World Economy: A Millennial Perspective , Development Research Center, OECD, 
Pans, and Angus Magison, 2005, "The west and the rest in the world economy: 1500-2030", Australian National University, Canberra. 


FIGURE 3 : EVOLUTION OF THE WORLD ECONOMY: 1000-2030 CE 


FORECAST The aging of the population, 
deleveraging from extremely high reliance 
on debt, and rebalancing GDP output from 
manufacturing to services will inevitably 
slow China’s growth." If growth averages 
4.6 percent over the decade, however, Chi- 
na’s global economic influence will continue 
to rise. India too, although its population is 
aging more slowly, will see its growth rate 
fall below 7 percent, as it consolidates fis- 
cally to lower its public debt ratio, rationa- 
lises subsidies, and undertakes land and 
labour reforms. The relative importance of 
the G7 as a standard setting body for the 
global economy will decline sharply. Ten- 
sions between China and the U.S. in trade 
and technology standards will, however, 
constrain China’s growth as exports consti- 
tuted almost 20 percent of the PRC’s GDP 
in 2018, and only 12.1 percent of that of the 
0.6.15 


Economic prospects in the 
short- to medium-term 


The global financial and economic crisis from 
2008-2013 arose from significant global im- 
balances, flawed financial architecture, poor 
macro-prudential oversight, and misaligned 
incentive structures in large financial institutions. 
Unconventional monetary policies (UMPs) by the 
leading central banks prevented the collapse of 
the financial system, and sustained a lower level 
of global economic activity, creating a breathing 
space for recovery. This came at the cost of a 
sovereign crisis in the Eurozone, where further 
UMPs were needed to enable borrowings by Med- 
iterranean states, to avert their fiscal implosion. 


These unprecedented policies enabled the re- 
vival of capital markets — which have seen sharp 
increases since their low points in February 
2009 - and created space for restructuring. 
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NYSE Composite Index Mini Value (New Methodology) 


Index: NYA.MN - 08 October 17:59 EDT 
1 1259.09 Vv 18.68 (1.46%) 


Day Week Month Year 5 Year Max 


2007 2012 2016 
High 1273.45 Open 1273.45 52wk High 1325.35 


Low 1259.04 Vol > 52wk Low 1072.37 


See more on MSN - Data from Refinitiv - Price in USD - Market closed - Disclaimer 


FIGURE 4 : NYSE COMPOSITE INDEX: YAHOO FINANCE 


Fiscal, financial and structural reforms were need- 





ed to restore fiscal balance, reduce unemploy- 
ment, and enable growth. Product and labour 
market reforms and investment in infrastructure 
are still required in most advanced economies. 


Global financial markets were buffeted in 2018 and 
2019 by trade tensions and policy uncertainty, much 
emanating from the U.S. Administration, leading to 

a synchronized slowdown. The IMF estimates that 
U.S.-China trade tensions will reduce global GDP by 
0.8 percent by 2020. Growth is also being weighed 
down by country-specific factors in several emerg- 
ing market economies, and by structural forces, such 
as low productivity growth and aging in advanced 
economies. In October 2019, the IMF projected 
global growth of 3.0 percent for the year — the low- 
est since 2008-09 and 0.3 percent lower than fore- 
seen in April — and 3.4 percent growth in 2020, 0.2 
percent below its projection in April.” It noted that: 
“» unlike the synchronized slowdown, this recov- 
ery is not broad-based and remains precarious.”!8 


The weak growth is due to a sharp deterioration in 
manufacturing activity and global trade, with higher 
tariffs and prolonged trade policy uncertainty damaging 
investment and demand for capital goods. Automo- 
tive production is contracting due to new emission 
standards in the euro area and China. Growth in 

trade in the first half of 2019 was only 1 percent, the 
weakest level since 2012. A deterioration in busi- 


ness sentiment, weaker economic activity, and rising 
downside risks have prompted the European Central 
Bank and the Federal Reserve, among others, to ease 
monetary policies. Some 70 percent of economies, 
weighted by GDP, have taken an accommodative 
monetary stance, accompanied by a sharp decline 

in longer-term yields, with interest rates deeply neg- 
ative in some major economies. Some $15 trillion 

in government and corporate bonds have negative 
yields, increasing financial vulnerabilities among 
corporates and non-bank financial institutions. 

Less than zero 


The proportion of government bonds in advanced 


economies with negative yields has been rising. 
(percent of bonds outstanding, by yield) 
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Sources: Bloomberg Finance LP; and IMF staff calculations. 


FIGURE 5 : GOVERNMENT BONDS IN 
ADVANCED ECONOMIES: WEO OCTOBER 2019 


Rising vulnerabilities 

Vulnerabilities have increased among non-bank 
financial institutions and remain high in the 
corporate sector. 

(proportion of countries with high and medium-high vulnerabilities, by GDP; number of 
countries in parentheses) 
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Source: IMF staff calculations 


FIGURE 6 : VULNERABILITIES: CORPORATE AND NON- 
BANK FINANCIAL INSTITUTIONS: WEO OCTOBER 2019 
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As corporations in eight major economies - the 
U.S., China, and parts of Europe — have taken on 
more debt with a reduced ability to service it, an 
economic slowdown half as severe as the global 
financial crisis of 2007-08, could lead to corporate 
debt-at-risk rising to $19 trillion, almost 40 per- 
cent of total corporate debt in these economies.: 
Taking chances 


Debt at non-financial firms with weak 


fundamentals is sizeable in some economies. 
(speculative grade and debt-at-risk, percent of GDP) 
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Sources: Bank for International Settlements; Bureau van Dijk Orbis; Haver Analytics; S&P 
Global Market Intelligence; WIND Information. 


FIGURE 7 : DEBT IN NON-FINANCIAL FIRMS WITH 
WEAK FUNDAMENTALS: WEO OCTOBER 2019 


Unorthodox investments 

Pension funds have increased their exposure to 
alternative asset classes like private equity and 
real estate. 


(alternative asset and cash allocations, percent) 


40 + 


35-4 Alternative assets 
nterquartile range 
30 


25 4 Alternative assets 
2 (weighted average) 






Cash and equivalents 





0 1 1 4 1 1 1 1 1 1 1 


2007 2009 2011 2013 2015 2017/8 





Source: Bloomberg Finance L.P. 


FIGURE 8 : UNORTHODOX INVESTMENTS BY PEN- 
SION FUNDS: WEO OCTOBER 2019 


Likewise, vulnerabilities among non-bank fi- 
nancial institutions are high in 80 percent of the 
economies by GDP with systemically important 
financial sectors. This is similar to conditions at 
the worst point of the global financial crisis. 


Very low interest rates have prompted insurance 
companies, pension funds and asset managers 
to take on riskier, less liquid securities and alter- 
native asset classes to generate targeted returns, 
adding to the risk of contagion in falling markets. 


Meanwhile the external debt of emerging and 
frontier economies is rising due to capital flows 
from advanced economies with low or nega- 
tive interest rates. Median external debt is now 
160 percent of exports in emerging market 
economies, up from 100 percent in 2008. A 
sharp tightening in financial conditions would 
make their debt service problematical. 


Deeper in debt 
External debt has risen sharply among emerging 


market economies. 
(debt to exports, percent) 
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Sources: Bloomberg Finance L.P; Institute of International Finance; and IMF World Economic 
Outlook. 


FIGURE 9 : EXTERNAL DEBT IN EMERGING MAR- 
KET ECONOMIES: WEO OCTOBER 2019 
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Equity markets seem overvalued in the 
United States and Japan. In major bond 
markets, credit spreads seem too com- 
pressed relative to fundamentals. 


Overvalued 
Equities appear to be overvalued in several major 
markets, and credit spreads are compressed. 


Global equity markets (percent, scaled by standard deviation of returns) 
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Sources: Bloomberg Finance; Haver Analytics; S&P Capital Market Intelligence; Thomson 
Reuters |/B/E/S; and IMF staff calculations. 


FIGURE 10 : OVERVALUED EQUITIES AND COM- 
PRESSED CREDIT SPREADS: WEO OCTOBER 2019 


A sharp tightening in financial conditions could 
expose these vulnerabilities. The IMF proposes 
speedily addressing corporate debt-at-risk through 
stricter supervisory and macroprudential over- 
sight; disclosure from institutional investors to 
mitigate leverage and other balance-sheet mis- 
matches; and prudent sovereign-debt manage- 
ment practices and frameworks; to avoid putting 
growth at risk in emerging and frontier markets.” 


Not enough has been achieved with macro-pru- 
dential oversight to detect systemic risk and take 
remedial action before crisis. No national or regional 
regulator can model the interactions between the 
financial intermediaries in the network, under- 
stand investment practices across the system, and 
stress-test it against extreme events.2! Credit has 
been misallocated to in several markets” and better 
management of the credit cycle in needed with 
integrated monetary and macro-prudential tools. 


The EU’s future is not secure. High persistent youth 
unemployment, aging populations, and underfund- 
ed social security systems pose fiscal, social and 
political challenges, exacerbated by migration from 
north and west Africa, shifting global competitive- 
ness, and long-term underinvestment in defence. 
Germany, the EU’s most important economy, is in 

a technical recession and faces increasing polit- 

ical tensions as the Merkel era nears its end.” 


On a global scale, the challenge is to define pol- 
icy measures that meet the needs of economies 
with divergent structural characteristics, at very 
different stages of development, with different 
stocks of human capital, competitive advantag- 
es and institutional capacities. Capital mobility 
within an integrated financial system, and herd 
behaviours like the “search for yield” and “flight to 
safety”, leave the governments of emerging mar- 
kets with floating exchange rates and no capital 
controls, vulnerable to capital movements that 
can disrupt national macroeconomic planning. 

In both “advanced economies”, and “emerging 
markets”, meanwhile, great differences in growth 
projections are apparent at national levels. 
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IMF DataMapper: October 2019 “ Despite these significant macroeconomic challenges, 
there are certain structural advances. Adults over the 
age of 30 now comprise half the global population 


@ Emerging market and developing 3.9 and their numbers are growing, while about half the 
economies ШІП 7! world is now middle class or richer by current stan- 
@ Advanced economies + 17 dards. When income trends are combined across 
i demographic segments, there are approximately 2.2 


billion young and poor people and the same number 
of old and rich people, while there are 1.6 billion young 
and rich, and the same number of old and poor.”® 
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FIGURE 11 : DIFFERENTIATED PERFORMANCE OF AES 
AND EMS: IMF DATAMAPPER OCTOBER 2019 
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Trend Two 





Weakening of U.S. 
power projection 


In Global Trends: Paradox of Progress,”* re- 
leased in January 2017, before the inauguration 
of President Trump, the U.S. National Intelligence 
Council (NIC) warned that rising tensions and 
slowing global growth were inevitable as “...an era 
of American dominance...and ”... perhaps ... the 
rules-based international order ...” drew to a close. 
The NIC drew attention to “...a divergence in values 
and interests among states [that] will threaten 
international security.” It warned that seeking “... 
to impose order on this apparent chaos, ... would 
be too costly in the short run and would fail in the 
long”, and counselled that ”...[a]lthough materi- 

al strength will remain essential to geopolitical 
and state power, the most powerful actors of 

the future will draw on networks, relationships, 
and information to compete and cooperate.” 


This NIC report reflects the considered judge- 
ment of the national security institutions of the 
United States. Until as recently as 2010, the U.S. 
National Security Strategy was premised ona 
prepositioned, geographically distributed force 
presence, backed by rapid deployment capa- 
bility of a joint U.S. field army able to deliver 
overwhelming force in one major confrontation, 
with another force for defensive operations in 
a second major encounter, backed by a strate- 
gic reserve and reinforcements capable of en- 
larging both. A network of naval, army and air 
force bases circled the globe enabling effective 
force projection both directly and with allies. 
But, as the NIC’s report indicated, by 2017, 
the national security establishment had con- 
cluded that efforts “...to impose order on this 
apparent chaos ... would be too costly in the 
short run and would fail in the long.” It pre- 
dicted that “..the most powerful actors of the 
future will draw on networks, relationships, 
and information to compete and cooperate.” 


The U.S. National Security Strategy of 20107 
defined U.S. security objectives as strength- 
ening security and resilience at home; disrupt- 
ing, dismantling, and defeating Al-Qa’ida and 
its violent extremist affiliates in Afghanistan, 
Pakistan, and around the world; reversing the 
spread of nuclear and biological weapons and 
securing nuclear materials; advancing peace, 
security, and opportunity in the Greater Middle 
East; investing in the capacity of strong and 
capable partners; and securing cyberspace. 


The security pillars of the U.S. National Security 
Strategy of 2017” are protecting the American 
people, the homeland, and the American way 
of life; securing U.S. borders and territory; de- 
fending against Weapons of Mass Destruction; 
combatting biothreats and pandemics; strength- 
ening border control and immigration policy; 
pursuing threats to their source; defeating ji- 
hadist terrorists; dismantling transnational crim- 
inal organizations; keeping America safe in the 
cyber era; and promoting American resilience. 


Between these two responses to the global 
security environment came the Obama Admin- 
istrations pivot to Asia,” a series of withdrawals 
of U.S. forces from Afghanistan and Iraq, adop- 
tion of the Joint Comprehensive Plan of Action 
(JCP0A) on Iran’s nuclear programme, and con- 
tinuing signals that greater security self-reliance 
by U.S. partners, especially in the greater Middle 
East, was required. All this occurred against the 
background of U.S. military overextension in Af- 
ghanistan® and Iraq?! between 2003 and 2007. 


Since Mr Trump was inaugurated, he has ques- 
tioned the utility of NATO, called on U.S. allies to 
pay for their own defence, suspended and then 
resumed joint military exercises with the Republic 
of Korea; and announced the withdrawal of more 
U.S. troops from Afghanistan and Syria. While Mr 
Trump is an anomaly in many respects, he reflects 
a prevailing trend in the U.S. towards cutting 

the costs it incurs, and the sacrifices it makes, to 
maintain global security. The declining relevance 
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for the U.S. economy of oil from the Gulf reinforc- 
es this trend in the regional context, and sharply 
reduces the likelihood of significant redeploy- 
ment intro the region in the decade to 2030. 


FORECAST The U.S. will resist assuming 
new global security obligations, and con- 
tain or reduce those it presently has, in the 
decade ahead. This will encourage Russia 
to consolidate control of its “near abroad” 
while avoiding confrontation with NATO; 
and to project influence, backed by arms 
sales and limited power projection into the 
Levant, seeking to maintain good relations 
with Iran, while building closer links with 
Gulf monarchies. As its domestic economic 
position will not allow it to maintain a sig- 
nificant military presence in the Arab region, 
or to undertake military operations beyond 
the scale at which it engaged in Syria, it 
will encourage regional security dialogues 
to promote agreements that will boost its 
influence, while limiting the risk of con- 
frontations that require it to take sides and 
engage militarily. China will avoid military 
engagement, support Moscow’s efforts to 
broker regional agreements, and focus on 
infrastructure projects through the Belt and 
Road, and on strengthening its economic 
ties throughout the region. 


Trend Three 





Disruption of the 
rules-based 
international order 


The present rules-based international system 
has allowed us to achieve unprecedented eco- 


nomic and social progress”? through multilater- 
al construction of an international community, 
underpinned by the UN Charter, which pro- 
claimed the sovereign equality of states as the 
organising framework for international cooper- 
ation, and charged the UN Security Council to 
maintain international peace and security. This 
created global order with high legitimacy. 


The post-World War II international order was 
initially a bipolar order centred on Washington 
and Moscow, whose military allies were clus- 
tered in NATO, CENTO,» SEATO” and ANZUS 
on the “western” side, and the Warsaw Pact 
on that of the USSR. After 1991, and the im- 
plosion of the USSR, the U.S. came to exercise 
hegemonic leadership, with Canada, the coun- 
tries of the European Union, Japan, the Republic 
of Korea, Australia and New Zealand as its key 
partners.” This international order spread across 
most of the world after the end of the Cold War. 


But this rules-based international order is now 
under severe stress. This is reflected in frequent 
stalemates in the United Nations Security Council; 
the long delays in amending the articles and voting 
rights in the International Monetary Fund and the 
World Bank Group after the G20’s call for change 
to reflect the shift in economic power, leading 
China to launch ancillary institutions including the 
New [BRICS] Development Bank, and the Asian 
Infrastructure Investment Bank; and the increasing 
dysfunction of the World Trade Organization. The 
combination of the global shift in economic power 
towards the Indo-Pacific, and growing challenges 
to the legitimacy of US leadership, notably during 
and after the global financial crisis and recession, 
led authoritarian, populist and xenophobic strands 
to emerge across the world, challenging both the 


rules-based order and the principle of multilateralism. 


Many warned that the order was weakening. 
In 2017, the Rand Corporation cautioned: 


“.. the degree of pressure for reform [of the order] 
is accelerating faster than most observers antici- 
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pated, .... Russia’s frustration with elements of the 
order, specifically Western alliances and active 
democracy promotion, has become intense and 
has led to outright conflict. India, Turkey, Brazil, 
and other major powers are speaking up more 
urgently about ...the reform of international in- 
stitutions and the limits of the Western- centric, 
neoliberal economic model. Most profoundly, 
China is both steadily increasing its participation 
and influence in the order’s institutions—including 
contributing to the United Nations peacekeeping 
function and adding its currency to the Internation- 
al Monetary Fund’s Special Drawing Rights list— 
and making a hard-edged critique of the order’s 
perceived inequities. At the same time, the degree 
of frustration with the costs and pressures of a 
globalizing order has risen significantly, especially 
in the working classes of the developed world. 


... Stagnating economic prospects combine with a 
sense of cultures under siege to create growing re- 
sentment against a perceived out-of-control global 
order. ... the post-war order was already under 
significant strain before Trump was elected U.S. 
President... from above, in the form of the geopo- 
litical challenges ..., and from below, in ... populist 
outrage at its economic and social implications.” 


C. John Ikenberry argued in 2018 that the glo- 
balization of the liberal order had triggered two 
sources of its demise, first by upending the nor- 
mative foundations of governance as more states 
with diverse ideologies entered the international 
system, and secondly, by vitiating its function as a 
security community. In the Cold War, the liberal or- 
der strengthened the capacity of western democ- 
racies to pursue economic and social policies and 
ensure stability. As liberal internationalism became 
the platform for the wider global order after 1991, 
the shared social and security purposes eroded.“ 


As early as 2007, at the Munich Security Con- 
ference, Russia’s President Vladimir Putin crit- 
icised the “unipolar world” that had emerged, 
defined by “one centre of authority, one centre 
of force, one centre of decision-making... one 


master, one sovereign.” He argued that this 
was “...pernicious not only for all those with- 
in this system, but also for the sovereign it- 
self because it destroys itself from within.” 


Mr Putin criticised “...[uJnilateral and frequent- 

ly illegitimate actions [by the United States that 
have]... caused new human tragedies and created 
new centres of tension... an almost uncontained 
hyper use of ... military force in international rela- 
tions ... that is plunging the world into an abyss of 
permanent conflicts... [and] greater disdain for the 
basic principles of international law....” He contin- 
ued: “| am convinced that we have reached that 
decisive moment when we must seriously think 
about the architecture of global security...searching 
for a reasonable balance between the interests 

of all participants in the international dialogue.” 


The shock of the global financial crisis led China, 
after 2008, to conclude that an international order 
premised on Western mores and U.S. primacy, 
was not sustainable. As its growing economic 
strength translated into political influence, and 
the Chinese government became more confident 
about engaging in global governance, Beijing 
saw the G20 as a platform from which to ad- 
vance its view of a beneficial world order. At the 
10th G20 Summit on November 15-16, 2015, 
ahead of the 11th G20 summit in Hangzhou 

оп 4-5 September 2016, Xi Jinping announced 
China’s theme and approach for the 2016 Sum- 
mit: “Build up an innovative, invigorated, inter- 
connected, and inclusive world economy.” 42 


This Chinese strategy comprises four elements: (1) 
innovate for growth, advancing reforms and inno- 
vation, defining and grasping new opportunities to 
strengthen the growth of the world economy; (2) 
improve global economic and financial governance by 
enhancing the representation and voice of emerging 
markets and developing countries and strengthen- 
ing the capability of the economy to manage risk; (3) 
construct an open, interconnected world economy, by 
promoting international trade and investment; and (4) 
advance inclusive development by implementing the 
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2030 Agenda for Sustainable Development, eradi- 
cating poverty, and realizing mutual development.”? 
China’s global economic strategy, supported by 
the Asian Infrastructure Investment Bank, the 
New Development Bank, the Silk Road Fund 
and the Belt and Road Initiative, recognises that 
countries are at different phases of development 
and have different strengths, and aims to align 
all countries’ interests in a cooperative system to 
promote inclusive and sustainable development 
and enable an optimal allocation of global eco- 
nomic resources, by integrating economy, society, 
and environment through effective governance. 


Against the background of a widely contested or- 
der, Mr Trump has proved to be an inflection point. 
Having broken with the consensus among other 
leading states in respect of the Paris Agreement 
on Climate Change,“ the Joint Comprehensive Plan 
of Action on Iran’s nuclear activity,‘ and in decla- 
rations of the G20% and G7,” the U.S. President 
stated his view clearly in his address to the 74th 
Session of the UN General Assembly: “The future 
does not belong to globalists. The future belongs 
to patriots. The future belongs to sovereign and 
independent nations who protect their citizens, 
respect their neighbors, and honor the differences 
that make each country special and unique.” 


Not surprisingly, the UN Secretary-General 

has taken a different view. Launching UN@75 
and Beyond, a forward-looking people-driv- 

en global conversation in 2019 and 2020, Mr 
Guterres declared: “Our future rests on soli- 
darity. We must repair broken trust. We must 
reinvigorate our multilateral project. And we 
must uphold dignity for one and for all.” 

Arguing that issues like the climate crisis, pover- 
ty and inequality, protracted conflict, migration 
and displacement, and rapid changes in de- 
mography and technology, require co-operation 
across borders, sectors and generations, and bold 
collective action, the Secretary-General notes 
that “...multilateralism is being called into ques- 
tion. Unilateralism is on the rise, as the world 
becomes more multipolar but also more polar- 


ized.” He argues that “[r]Jenewed support for 
global cooperation could not be more urgent.” 


With the support of member states and civil 
society institutions, the United Nations will thus 
coordinate dialogues around the world in 2020 
on “the future we want”, and document and share 
the outcomes with Member States, civil society 
and partners. After the results have been present- 
ed to the UN General Assembly in a High-Level 
meeting on September 21, 2020, further poli- 

cy discussions and actions will be launched. 


FORECAST The existing order and its 
institutions will be under stress throughout 
the decade. The UN@75 and Beyond ini- 
tiative will trigger a process of institutional 
change that will transform the pillars of the 
global architecture - the United Nations, 
International Monetary Fund, World Bank 
Group and the World Trade Organization 

— and the systems of interaction between 
states, and with non-state actors, with 
which we have become familiar. This trans- 
formation will, however, be neither linear, 
nor smooth. Responsible states in the Gulf 
will engage actively with their neighbours 
and major powers with regional interests, 
to resolve conflicts and create a resilient 
regional security and economic architecture 
that respects national boundaries and incen- 
tivises economic cooperation. The UAE and 
other leading regional states will engage 
actively with the United Nations in helping 
to craft an emerging international system fit 
for purpose on the decades ahead. 
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Trend Four 





Geopolitical tensions and 
contestation of regional 
security landscapes 


Global and regional 
normative uncertainty 


The three preceding trends — the shifting centre 

of economic gravity, the weakening of U.S. power 
projection and the disruption of the rules-based in- 
ternational order — combine to increase uncertainty 
about the “rules of the international game”. This 

is apparent at all levels of interstate engagement 
at the global level — in the UN Security Council; in 
international trade,” especially due to the weak- 
ening of the WTO's Dispute Settlement Body;* in 
the governance of the internet and digital commu- 
nication; in standards for fifth generation cellular 
network technology platforms; in management 

of nuclear weapons deployment; and in regional 
contexts, notably in contested areas where two 

or more powers have divergent objectives.™ 


Periods of relative peace are characterised by 
agreement on the values that constitute the pre- 
vailing legitimate order, and a balance of power 
that enables each state to accept that its vital 
interests are adequately met. Henry Kissing- 

er noted in his discussion of the Congress of 
Vienna that: “A ‘legitimate’ order...achieves its 
transformations through acceptance, and this 
presupposes a consensus on the nature of a just 
arrangement.”5: By contrast, “...a revolutionary 
order, having destroyed the existing structure of 
obligations, must impose its measures by force...”57 


As the present is characterised neither by gen- 
eral acceptance of the legitimacy of the prior 
rules-based order, nor the ability, nor will, of 
any power to impose order by force, this trend 
of normative uncertainty will continue un- 

til agreement is reached on a new order. It is 
exacerbated by the weakening of many state 


powers and the emergence, and growing influ- 
ence of non-state actors, including jihadists, 
neo-Nazis,*° and other cultural xenophobes. 


Tensions of global significance, but varying inten- 
sity, exist in three regions — between the eastern 
Mediterranean and Central Asia; in the Russian 
“near-abroad”;* and in the East- and South China 
seas. Each of these emerged from the demise, after 
the implosion of the Soviet Union in 1991, of the 
bipolar geopolitical order earlier defined by NATO 
and its associated treaty organisations” anchored 
by the U.S., and the Warsaw Pact, anchored by the 
USSR. The transformation of the global econo- 

my, and China’s rise in particular, accelerated the 
trend, as Washington’s inability and willingness to 
act as the global hyperpuissance® became clear. 


The trends evident in each of the three the- 
atres today will continue through the decade. 


Between the Eastern 
Mediterranean and Central Asia 


The fractured situation in the broader Middle 
East is due to weak state structures; the failure of 
poorly executed efforts to promote peace between 
Israel and the Palestinians; the Islamic revolution 
in Iran,“ the rise of radical jihadist organizations; 
and the poorly-prepared decision of the U.S. and 
its allies to displace Saddam Hussein in Iraq.® 
Circumstances in Afghanistan, Pakistan, India, 
Iraq, Israel-Palestine, Lebanon, Syria and Iran 
have become entwined since the early 1980s. 
Western powers failed to impose their purpos- 
es, and the clash of local and foreign wills has 

led to misery, and the destruction of livelihoods 
and critical infrastructures from Afghanistan 
through Iraq and Syria, to Libya and Yemen. 


After revolutions in Tunisia, Egypt, Yemen, Lib- 
ya and Syria, and a war in Lebanon since 2010, 
there have been brutal proxy wars with high 
civilian casualties and displacements in Syria 
and Yemen, the emergence and destruction of an 
Islamic State under a self-proclaimed Caliphate 
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across the Iraq-Syria border; direct intervention 

by Russia in support of Bashar al Assad in Syria, 
and limited engagement by Turkey, the U.S. and 
Kurdish militias with distinct, often conflictual, 
agendas; a continuing insurgency in Afghanistan; 
militia-based clashes in Libya; and displacement 
of longstanding regimes in Algeria and Sudan. 


Superior foreign military force in Afghanistan 
and Iraq, and popular mobilization in Tunis and 
Cairo, effected regime change, but the con- 
struction of stable states proved challenging, 
with only Tunisia having succeeded to date, 
although Egypt has been partially stabilised 
under a military-backed government.” 


ISIS/Da’esh 


Violent extremists who blend a perversion of 
Islam with anti-imperialist populism, threaten the 
survival of states conceived in secular national- 
ism.”° In 2013, ISIS expanded from Iraq into Syria 
and established control over an area spanning 
the border. In 2014, it proclaimed a “Caliphate” 
and went on the rampage in both Iraq and Syr- 
ia. Washington’s re-engagement in an effort to 
degrade and destroy the Islamic State (ISIS) drew 
the backing of Arab states and western allies, 
and airstrikes against targets in Syria and Iraq, 
buttressing assaults by Arab and Kurdish ground 
troops, led to ISIS losing Mosul in Iraq in July 
2017, and its “capital” Raqqa in Syria in Octo- 
ber that year. It was driven from Hajin in eastern 
Syria, on December 14, 2018, although some 
5,000 ISIS fighters were estimated still to be in 
villages along the Euphrates River to the south.” 
ISIS has survived by shifting from semi-conven- 
tional warfare to hit-and-run insurgency.” In Iraq, 
small, autonomous guerrilla units are present in 
remote areas and attack rural villages. In Syria, 
small ISIS bands persist across the north-east. 


President Trump’s decision in October 2019 to 
withdraw U.S. forces from Syria in the face of 
President Erdogan’s decision to create a safe 
zone in northern Syria along the Turkish border, 


expelling the Kurdish SDF forces allied with the 
U.S., led the SDF to seek support from the Syrian 
government, and created new opportunities for 
ISIS” after some prisoners were released from 
detention camps as the SDF withdrew.” Turkey 
agreed to a ceasefire to allow SDF fighters to 
leave the safe zone.” A raid on an ISIS base in 
Barisha by U.S. Special Forces on October 26, 
lead to the death of Abu Bakr Al Baghdadi.” 


Only Mr Assad will benefit in the short-term 
from the Turkish operation. U.S. credibility has 
been damaged, Turkey” will need to remain in 
the zone as YPG fighters are unlikely to aban- 
don their territory; Israel and Iran have signalled 
disquiet, and Russia was taken by surprise.” 


Russia capitalised on the U.S. retreat by de- 
ploying forces into the designated safe zone 
to complement those of Turkey.” China sees 
Turkey as key to its Belt and Road initiative 
and is ambivalent about Mr Erdogan’s action 
against the Kurds in Syria Meanwhile, all the 
powers are concerned by Mr Erdogan’s de- 
clared interest in acquiring nuclear weapons.” 


Yemen 


The civil war in Yemen began in 2014 when 
Houthi insurgents, with links to Iran, took control 
of Sana’a, demanding lower fuel prices and a new 
government. After negotiations failed, the rebels 
seized the presidential palace in January 2015, 
leading President Abd Rabbu Mansour Hadi to 
resign. In March 2015, a coalition of Gulf states led 
by Saudi Arabia launched air strikes against the 
Houthi insurgents, with U.S. logistical and intel- 
ligence support. In July 2016, the Houthis and 
the government of former President Ali Abdullah 
Saleh, ousted in 2011, formed a political council 
to govern Sana’a and much of northern Yemen. 

In December 2017, Saleh broke with the Houth- 
is. He was killed and his forces defeated within 
two days. Iranian weapons shipments to Houthi 
rebels have been intercepted in the Gulf of Aden. 
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Reported Fatalities, Yemen, January 2015 - June 2019 
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FIGURE 12 : FATALITIES IN YEMEN CONFLICT: ACLED DATA 


Fatalities rose sharply in 2018, notably in the sec- 


ond half of the year.82 Yemen has been described 
as “the world’s largest humanitarian crisis” by 
the International Committee of the Red Cross. 
In September 2019, following calls by the Pope 
and several European governments to end the 
war, the UAE and Saudi Arabia called for an 
immediate end to all military operations and, 

to prepare for “constructive dialogue” to end 

the crisis. On November 5, 2019, the govern- 
ment of Yemen and southern separatists signed 
an agreement to end fighting in the south, in 
Riyadh, in the presence of KSA Crown Prince 
Mohammed bin Salman al Saud, and the Crown 
Prince of Abu Dhabi, Mohammed bin Zayed 

al Nahyan. This achievement opens a window 
to explore a wider peace agreement with the 
Houthi rebels as well. This will require agree- 
ment by Iran to cease support for the rebels in 
the context of a broader regional accommodation 
based on agreement on a doctrine of limits. 


Iran nuclear agreement 


The Joint Comprehensive Plan of Action (JCPOA)s8 
was agreed in Vienna on July 14, 2015, between 
Iran and the P5+1 (China, France, Russia, Unit- 

ed Kingdom, United States, plus Germany), with 
the European Union. On May 8, 2018, Mr Trump 


announced that the U.S. was withdrawing from 
the JCPOA and would reimpose U.S. sanctions, 
although the Director of the International Atom- 
ic Energy Agency had confirmed in March 2018 
that Iran was meeting its commitments. After the 
U.S. announcement, the EU enacted a blocking 
statute on August 7, 2018 to nullify US sanctions 
on countries trading with Iran. In November 2018 
the U.S. imposed sanctions, ostensibly to force 
Iran to end its support for militant groups in the 
region, and its development of ballistic missiles. 


On July 1, 2019 Iran announced that it had 
breached the limit on its stockpile of low-enriched 
uranium. This was confirmed by the IAEA. Shortly 
thereafter Tehran announced that it was increasing 
its uranium enrichment beyond the limit set in the 
JCPOA. Foreign Minister Zarif said that Iran would 
return to its commitments if the European signa- 
tories fulfilled their obligations. Supreme Leader 
Ali Khamenei thereafter announced seven condi- 
tions for Europe, notably that European powers 
should preserve business relations with Iranian 
banks, and purchase oil despite U.S. sanctions. 
This proved impossible given the dominance of 
the U.S. dollar in the international trading sys- 
tem and penalties threatened by the U.S. gov- 
ernment against firms breaching its sanctions. 


Iran halted sales of excess enriched uranium and 
heavy water to other countries one year after the 
U.S. withdrew from the JCPOA. President Rou- 
hani said that Iran would resume enrichment of 
uranium beyond 3.67 percent if the other par- 
ties could not fulfil their obligations. A series of 
sporadic assaults on ships passing through the 
Straits of Hormoz followed, culminating on a 
missile and drone attack on the Saudi Aramco 
oil processing facilities at Biqayq and Khurais 

on September 14, 2019, While the Houthis 

in Yemen claimed agency, the U.S. and Sau- 

di Arabia, as well as France, Germany, and the 
United Kingdom, have held Iran responsible. 
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FORECAST Unless it proves possible to 
end the sectarian violence in Iraq and Syria, 
permitting the return of refugees from Leb- 
anon, Jordan and Turkey; stop the civil war 
in Yemen; reach a comprehensive agreement 
ending Iran’s nuclear and missile program 
and containing its regional power projec- 
tion;” contain the fragmentation of Afghan- 
istan by drawing in the Taliban; and restore 
the prospect of agreement on a politically 
and economically viable Palestinian state 
and diplomatic recognition of Israel under 
the Arab Peace Plan; conditions in the re- 
gion will not stabilise and the negative trend 
will continue. 


To achieve stability, a Collective Security 
Regime, premised on a doctrine of limits 
providing for non-aggression and no-in- 
terference in the affairs of other states, will 
need to be crafted, incorporating the states 
of the Gulf, and extending over time to the 
Levant and Afghanistan. 


In the Russian ‘near abroad’ 


In the past decade, President Putin has positioned 
himself as a bastion of traditional values and order 
against Western ‘liberalism’, which threatens “Rus- 
sian social values”. Putin is conservative by instinct, 
puritanical in character, and controlling by nature. 


Putin has three foreign policy imperatives: Main- 
taining Russia’s strategic nuclear parity vis-a- 
vis the USA; maintaining its status as a ‘great 
power’ whose interests must be accommodated 
geopolitically; and retaining regional hegemony 
in Russia’s near-abroad, while seeking to effect 
reintegration of the former Soviet bloc under 
Russian leadership. His actions in Ukraine in 
2014 were prefigured in Georgia in 2008. 


The three aims are interlinked: The weakening of 


any undermines the others; strengthening each 
buttresses Russia’s position. On May 29, 2014, 
Putin, Belarusian President Lukashenko, and 
Kazakhstan’s President Nazarbayev signed the 
founding treaty of the Eurasian Economic Union 
(EEU), to convert a customs union in 2015, into 

an economic union with a market of 171 million 
people, a GDP of nearly $3 trillion, free movement 
of goods and a single macroeconomic policy. Putin 
aimed to draw in the remaining post-Soviet states, 
other than the Baltics, to grow the EEU to 300 mil- 
lion members with a GDP of just under $4 trillion. 


The protests and insurrection in Kiev in 2014 
reflected all that Putin despises — vulgar pas- 
sions, people power and moral relativism — and 
he saw the displacement of President Viktor 
Yanukovych in mass demonstrations, as a threat 
to Russia. Political contestation in Ukraine re- 
flects the distinct cultural-linguistic identities of 
the voters in the east, and those in the west.” 
Yanukovych reflected the interests of the Rus- 
sophile eastern Ukrainians, his opponent’s those 
of those in the west, oriented towards the EU. 


After Yanukovych had rejected an Association 
and Comprehensive Free Trade Agreement with 
the European Union on November 21, 2013, all 
these tensions flared up. EU and Russian For- 
eign Ministers brokered an agreement, between 
Yanukovych and opposition leaders, on Febru- 
ary 20-21, 2014 providing for a national unity 
government and presidential elections by the 
end of the year, Presidents Obama and Putin 
agreed on the need to stop violence, implement 
the agreement, and stabilise the economy. 


Angry protesters rejected the agreement, 
however, introduced an impeachment bill and 
prompted Yanukovych to flee. Putin was ap- 
palled. He acted, first to secure the Crimea on 
which Russia’s Black Sea Fleet in Sevastopol is 
based; and then to arm paramilitary groups in 
the East to confront Kiev blaming the tensions 
on NATO’s expansion into Eastern Europe.” 
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Under pressure from the U.S. and EU, Mr Putin 
agreed to respect the outcome of elections in Ukraine 
in May. Petro Poroshenko®? won 54.70 percent of the 
vote. When Putin ordered Russian troops away from 
the border Poroshenko attempted to recapture Do- 
netsk airport from the separatists and signed a Com- 
prehensive Free Trade Arrangement with the EU.» 


The conflict has dragged on for five years, de- 
spite OSCE mediation, western sanctions and 
Russia’s expulsion from the G8.” While the 
Ukrainian government announced construction 
of a wall along the 2,295 km border at a cost 
of $520 million, incursions have continued. 


After Russia seized three Ukrainian Navy vessels 
in November 2018 off the coast of Crimea% in- 
citing protests outside the Russian embassy in 
Ukraine, martial law was imposed for 30-days 
from November 26. All Russian men between 16 
and 60 were banned from entering Ukraine to 
prevent Russia from forming “private” armies”. 


Ukrainians elected a new president, Volodymyr 
Zelensky, a television comedy actor, in April 2019.7 
Mr Zelensky engaged with both Mr Putin to enable 
an exchange of prisoners, and Mr Trump, to secure 
political and military support for Ukraine’s cause. 


Russia and the U.S.: The INF Treaty 


The relationship between Russia, the US and 
the European Union is essential to stability in 
Europe, and influences circumstances in the 
MENA region, where certain conflicts cannot be 
resolved without the cooperation of all perma- 
nent members of the UN Security Council.» 


Tensions have been exacerbated by U.S. withdrawal. 
from the Intermediate-Range Nuclear Forces (INF) 
Treaty, concluded in 1987 by Presidents Reagan 
and Gorbachev, which led to the elimination of 2,692 
U.S. and Soviet missiles from Europe,” and led to 
agreements to cut strategic nuclear arsenals and 
eliminate thousands of tactical nuclear weapons. 


In 2014, the U.S. alleged a Russian INF treaty 
violation. Tensions grew in 2017 when Rus- 
sia deployed a ground-launched cruise mis- 
sile, 9M729, capable of traveling in the range of 
500-5,500 km prohibited by the INF treaty. 


The U.S. administration developed a strategic 
response to pressure Russia to comply, but in 
October 2018, President Trump announced that 
the U.S. would withdraw from the treaty. On Feb- 
ruary. 2, 2019, the U.S. administration formally 
announced suspension of the INF Treaty and its 
intention to withdraw in six months if Russia did 
not eliminate the 9M729 missile. On August. 2, U.S. 
Secretary of State Pompeo declared that Rus- 

sia was still in “material breach of the treaty” and 
announced the United States’ formal withdrawal.” 


FORECAST Mr Putin has shown that he is 
prepared to accept economic pain for Russia 
to pursue his strategic objectives. Russia’s 
GDP contracted by 2,3 percent in 2015, 
before recovering between 2016 and 2018, 
when it grew by 2.3 percent. No change is 
likely in this trend in the decade ahead. Re- 
constituting a constructive relationship be- 
tween Washington, Europe and Moscow will 
demand both principled policy and realpo- 
litik. Despite his weak strategic hand, Putin 
has shown that he will hew to his principles, 
and this must inform the calculus of engage- 
ment for the remainder of the decade. 


Putin will leave the presidency in 2024 at 
the end of his second consecutive term 

if he does not seek and secure amend- 
ment of the constitution. If he does step 
down, informed speculation suggests that 
he will engineer the succession of Gener- 
al of the Army Sergey Shoygu, who has 
served as Minister of Defence since No- 
vember 6, 2012.101 Shoygu shares Pu- 
tin’s worldview, and a policy continuity is 
likely for the remainder of the decade. 
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In the East China and 
South China Seas 


China is a continental power with a coastline that 
once stretched from the Sea of Japan to the Gulf 
of Tonkin. In the 13th and 14th centuries, the Yuan 
Emperors launched expeditions against Japan and 
Java, while seven remarkable voyages of explora- 
tion from South East Asia to East Africa followed 
in the Ming Dynasty between 1405 and 1433.1” 


Faced with regional challenges in the 1430s, 
China refocused internally. Only in the 19th 
century did the Qing emperor order a new na- 
val program. After the fall of the Qing dynasty 
in 1912, the Kuomintang sought to bring all of 
China under its control in 1928, but domestic 
revolts and the Japanese occupation of Man- 
churia led to its collapse and flight to Taiwan 
in 1949, after its defeat by the Communists. 


Efforts to remake Chinese society in an agrar- 
ian Communist mode through the Great Leap 
Forward and the Cultural Revolution led to 
disaster. In 1979, Deng Xiaoping introduced 
radical economic reforms, and announced that 
China would secure its domestic position, deal 
calmly with foreign affairs, hide its capabilities, 
and bide its time. These tenets are still core to 
China’s foreign policy, but the environment has 
changed, and the PRC has taken a more ac- 
tive stance. In the past five years, Beijing has 
begun to shape the region in its interests. 


This began with the creation of the Shanghai Co- 
operation Organization, in June 2001, comprising 
China, Russia, Kazakhstan, Kyrgyzstan, Tajikistan 
and Uzbekistan, later drawing in Mongolia, Iran, 
India and Pakistan. Faced with the need to main- 
tain growth and address the welfare gap between 
the eastern coastal cities and its under-developed 
western and northern regions, China opened 

a railway from Yunnan through Vietnam, Laos 

and Thailand, to Singapore, in February 2013. 


Lacking a western seaboard, it constructed an 


800km gas pipeline from Kunming to the Bay of 
Bengal, as well as an oil pipeline was opened, and 
rail and road links from the western and south- 
ern provinces to the sea, to shift growth from 
investment to consumption, while opening new 
low-cost manufacturing regions, as industry in 
the east moved up the cost-and-value chain. 


Having displaced Japan (GDP $5.22trn - 2019) 
from the second largest national GDP rank, and 
in the face of a U.S.(GDP $21.48trn - 2019) 
pivot to Asia in 2012, China (GDP$14.17trn 

- 2019)" began to act as a regional pow- 

er in the South China and East China Seas. 


Japan and China have a long-standing dispute over 
the Senkaku/Diaoyu islands in the East China Sea. 
The dispute escalated in September 2012, but nei- 
ther side wished to use force, and both took steps 
to avert a crisis. The formal handshake of Xi Jin- 
ping and Shinzo Abe at the APEC Summit in Bei- 
jing on November 10, 2014, reduced tensions. 


In December 2013, after China declared an 
air-defence zone (ADIZ) in the East China Sea 
over the disputed islands, Japan published 

its first National Security Strategy commit- 
ting it to strengthen its military capabilities?” 
in a military build-up over five years. 


The U.S. responded to the Chinese ADIZ by 
flying aircraft through it without notifica- 
tion but did not demand that Beijing with- 
draw the zone. The Japanese government 
drew closer to Washington and Prime Min- 
ister Abe rallied South East Asian leaders. 


An armed clash between China and Japan in the 
East China Sea would threaten the regional eco- 
nomic, political and strategic balance. If the U.S. 
were not to engage in support of Japan, Tokyo's 
military self-restraint and non-nuclear weapons’ 
status would come into question. To mitigate 
these risks, China joined Pacific fisheries-protec- 
tion and coast guard exercises; and the U.S. has 
acted to demonstrate U.S. commitment to Japan. 
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FIGURE 13-2 : TERRITORIAL DISPUTES IN THE EAST 
CHINA AND SOUTH CHINA SEAS: BBC NEWS 


The nine-dash line demarcates China’s maritime 
claims in the South China Sea. It replaced the 
eleven-dash line, drawn in 1947 by the Kuomint- 
ang government after the Japanese occupation. 
The line became the foundation of China’s mod- 
ern sea claims and was adopted in 1949 by the 
government of the People’s Republic. In 1953, 
Beijing eliminated two dashes to accommodate 
Vietnam, creating the nine-dash line. In 2013, it 
added a tenth dash to the east of Taiwan island 
as a part of its official claim to sovereignty.” 





China’s intent was to use its naval and air capa- 
bilities to control the islands within the nine-dash 
line, but the Philippines instituted legal action to 
block this. In July 2016, an arbitral tribunal un- 
der the UN Convention on the Law of the Sea 
ruled that China had no legal basis to “histor- 

ic rights” within the nine-dash line. The ruling 
was rejected by both Beijing and Taipei. 


In the aftermath, fearing that the U.S. pivot to 
Asia-Pacific: might isolate it, Beijing sought to 
defuse tensions by seeking an Asian security mecha- 
nism in which it can play a leading role. This involves 
incipient strategic partnerships to preclude hostile 
alliances, collaborating with India, Japan and the 
Republic of Korea in counter-piracy and naval ex- 
changes. India and Japan, however, also consolidated 
their bilateral partnership with accords on maritime 
security, counterterrorism, and counter-piracy. 


FORECAST China will continue to press 
its claims in both the East China and South 
China Seas, but will do so with care, to 
avoid triggering a military confrontation. 


North Korea 


The nuclear ambitions and missile programs 
of the Democratic People’s Republic of [North] 
Korea have caused concern for over a de- 
cade. The U.S. government and those of Japan, 
[South] Korea, China and Russia have engaged 
Pyongyang in “six-party talks” seeking to halt 
North Korea’s nuclear weapons program. 


Despite this, Pyongyang conducted nucle- 

ar tests in 2006 and 2009, as well as missile 
tests, also launching a satellite into space. The 
North Korean Navy sank a South Korean cor- 
vette in March 2010. In November 2010, the 
two sides exchanged artillery fire. Between 
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19084 and 30 November 2017, the DPRK car- 
ried out 117 tests of strategic missiles, over 80 
of which after Kim Jong-un came to power. 
China has been pivotal in dealing with Pyongyang, 
balancing a desire to prevent the collapse of the 
regime — which would lead to a flood of refugees 
across its border — with its commitment to con- 
tain nuclear proliferation, Since 2014, President 
Xi Jinping has worked with Seoul to upgrade 
bilateral relations, conclude a bilateral free trade 
agreement, and develop a “strategic cooperative 
partnership for development ...[and]... regional 
peace, Asia’s revitalization and global prosper- 
ity”, with a nuclear-free Korean Peninsula. 


U.S. President Trump’s personal engagement with 
Kim Jong-un after the DPRK tested what it claimed 
was a hydrogen bomb and the Hwasong-15 
intercontinental ballistic missile in late 2017, 
upended Washington's traditional approach. 

On March 8, 2018, the South Korean president 
conveyed an invitation for a meeting from Kim 
Jong-un to Mr Trump. This took place in Singa- 
pore in June 2018, and the two leaders signed 

a statement on security guarantees for North 
Korea, peaceful relations, and the denucleariza- 
tion of the Korean Peninsula. After the summit, 
President Trump announced that the U.S. military 
would end “provocative” joint military exercises 
with South Korea and said that he wished to bring 
U.S. troops back from the Korean peninsula. 


The second meeting between Trump and Kim 
took place in Hanoi on February 27-28, 2019, and 
ended with no agreement as the leaders could 
not agree on the context in which U.S. sanctions 
would be lifted. Mr Trump had a third meeting 
with Mr Kim at the DMZ on the Korean peninsula 
on June 30, 2019 and crossed into the DPRK with 
him after an informal exchange of 50 minutes. 


Between May and October 2019, the DPRK 
launched approximately 15 short-range bal- 
listic missiles, and one intermediate-range 
submarine-launched missile. In August 2019, 
President Trump said that he wished to resume 


talks with Kim Jong Un, dismissing concerns 
that Pyongyang’s missile tests posed a region- 
al threat, notably to Japan. Citing a “beautiful 
letter” from Kim Jong-un expressing anger at 
U.S.-South Korean joint exercises, Mr Trump 
said he agreed with the North Korean leader’s 
opposition to these joint exercises and hoped 
to meet Mr Kim again to advance their talks. 


FORECAST As Mr Trump seems intrigued 
by the prospect of a “deal” crafted person- 
ally with Mr Kim, efforts to advance this are 
likely for the remainder of his term of office. 
If he is replaced in the presidency in 2021, 
his successor will take a more conventional 
approach to negotiations with Pyongyang. 
In either case, if Seoul continues on its pres- 
ent course, and if relations between Wash- 
ington and Beijing stabilise, encouraging 
the PRC to collaborate in achieving a mu- 
tually-beneficial outcome, an agreement on 
cessation of Pyongyang’s nuclear weapons 
and missile programs, and declaration of a 
formal end to the Korean war, are possible 
within the decade.” This will require care- 
ful coordination with Japan, whose security 
considerations will need to be fully accom- 
modated.: 


Trend Five 





The first bio-digital tech- 
nological revolution 


Rapid advances in technology, notably ICT, have 
equipped economic actors and citizens with 
new tools in the past two decades to identify 
and pursue economic opportunities — analys- 
ing economic trends and market opportunities, 
creating new businesses with low barriers to 
entry, transferring financial assets, and collab- 
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orating with widely-dispersed partners. Tech- 
nological advancement and economic policy 
have increased returns to capital and technology 
ownership, and reduced those to labour, wid- 
ening economic disparity in almost all advanced 
economies, and weakening social cohesion. 


The convergence of new chips, sensors, big data, 
[deep] machine learning and quantum comput- 
ing??? is enabling instruments that can perform 
work that humans cannot, or would prefer not 
to, do; and assume tasks that humans can only 
perform less efficiently than the new systems. 
The worlds of blue-and while-collar work, as 
well as education and training, are being trans- 
formed as new technologies disrupt utility models 
in transport and energy, long supply chains; and 
business systems in manufacturing and services. 


As early as 2014, Erik Brynjolfsson and An- 
drew McAfee,? argued that the technolog- 
ical changes that had been building over 
two decades had reached an inflection point 
that would accelerate exponentially, rad- 
ically changing the global economy. 


The social and economic landscape is being trans- 
formed by robotics; three-dimensional printing 
that will shift production from geographically-dis- 
tributed factory floors to local environments, and 
may collapse some global supply chains; driverless 
electric vehicles, some operating experimentally 

in three dimensions; new energy sources dis- 
rupting electricity utilities; and widespread use of 
composite materials instead of metals. Many new 
opportunities in substitution, optimization, and 
virtualization are available to agile companies." 
The continued acceleration of efficiency in com- 
puting capabilities and new technological disrup- 
tions makes social dislocation inevitable, however, 
due to continuous shifts in employment demand. 


The interface between greater computing capacity 
and big data will transform white-collar employ- 
ment, potentially displacing all routine elements 
in market research, accounting and audit services; 


legal discovery and precedent search; and med- 
icine. The half-life of medical [and much other 
scientific] knowledge’ is shrinking continuously. 


We risk a lost generation in many sub-Saharan 
African (SSA) and MENA countries, which have 
the youngest and fastest-growing societies: Due 
to twin deficits in education — in access to school 
and the quality of learning in school — a sustained 
youth unemployment crisis is looming in Afri- 

ca: Over 30 million primary-age children, and a 
further 20 million adolescents, are not in school; 
only one-third progress to secondary school and 
six percent to university; 38 percent of those 
between 20 and 25 years of age have less than 
four years of education, and the quality of teach- 
ing and learning is generally poor. Conditions are 
worse in Syria, Libya, Yemen and Afghanistan 


The mid-20th century educational model will 
become unsustainable. No-one will be able to 
acquire the knowledge and skills needed for a 
lifetime of gainful employment or entrepreneurial 
endeavour, in 25 years after birth. Education and 
skills training will have to be modularized to enable 
continuous learning and reskilling, permitting hori- 
zontal and diagonal, as well as vertical, migration. 


Digital knowledge and skills training will com- 
plement institutional provision in classrooms, 
but access — and attainment — will be uneven, 
as far higher levels of personal motivation are 
needed for effective digital learning, unless 
new neuro-scientific insights provide means 
to engage learners in ways akin to play. 


The challenge of technology governance is sharp- 
ened by the high number of socio-technological 
systems emerging from unprecedented research 
pipelines.** The putative regulatory requirements 
for innovations in nano-technology, neuro-tech- 
nology and cogno-technology, and from interfaces 
between them that test the frontiers of transhu- 
гпапіѕт,: are largely untested and quite different 
from those applied to ICT, and even bio-technolo- 
gy, in the past. The ethical and economic consider- 
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ations in neurocognitive technologies are difficult 
to balance, and technology convergence poses 
challenges from health regulation to military ethics. 


Significant disruption may result from unsustain- 
able asynchrony! between fast emerging techno- 
logical capabilities and the development of norma- 
tive frameworks and policies in societies affected 
by them. Technologies are embedded in socio-eco- 
nomic and socio-political systems: Each technolog- 
ical change produces both expected and unex- 
pected trajectories. The governance of technology 
is social policy, an effort to balance economic, 
political and social welfare, and as we seek to 
guide and constrain technological change, technol- 
ogies reshape our sense of what policy should be. 


FORECAST This trend will accelerate 
throughout the decade, and beyond, as 
technologies mature, combine and are 
deployed. The U.S. and China will compete 
across the whole technological landscape 
posing challenges to governance of key 
areas from internet protocols though stan- 
dards for mobile communication platforms, 
to human enhancement. Other technolog- 
ically advanced states from Japan, though 
Germany, France and Britain, to Singapore 
and Israel will consolidate niche positions 
of different scales. Cyberwarfare in both 
defensive and offensive guises will increase, 
posing serious challenges in the absence 
of rules of engagement and escalation 
protocols. Different societies are likely to 
adopt different cultural perspectives on 
the adoption and development of certain 
technologies, notably those at the interface 
between bio-technology, nanotechnology, 
neuro-technology and cogno-technology. 


Trend Six 





Significant 
social disruption 


The progressive and near-universal adoption of 
free-market systems in the past 50 years enabled 
a global industrial and financial system that greatly 
increased domestic productivity, prosperity and 
international trade and investment. The power 

of most national governments to influence the 
welfare of their citizens was appreciably reduced, 
however, and counter-cyclical fiscal stimulus 
policies have fallen into disfavour. Liberalisation 

of capital flows for investment (and speculation) 
and the reduction of trade union power led to 
relocation of manufacturing and service facilities to 
low-cost, high productivity locations, and trans- 
formed the structure of many national economies. 


Thomas Pikketty attracted attention in 2013 
and 2014 with the thesis that when the rate 
of return on capital is greater than the rate 
of economic growth over the long term, a 
high concentration of wealth results.19 





Figure I.1. Income inequality in the United States, 1910-2010 
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The top decile share in U.S. national income dropped from 45-50% in the 1910s-1920s to less than 35% in the 1950s (this is the fall documented by 
Kuznets); it then rose from less than 35% in the 1970s to 45-50% in the 2000s-2010s. Sources and series: see piketty pse.ens fricapital2t. 


FIGURE 15 : U. S. INCOME INEQUALITY: THOMAS PIK- 
KETTY, CAPITAL IN THE 21ST CENTURY [2014] 


He and others, notably Richard Wilkinson and 
Kate Pickett,2° have argued convincingly that 
this unequal distribution of wealth causes social 
and economic instability.*22 Wilkinson and Pick- 
ett demonstrated that high measures of income 
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inequality are strongly correlated with social 
pathology in all societies, while greater equality 
of income correlates with better social indicators. 
The data they analysed cover physical and mental 
health, educational performance, child well-be- 
ing, trust and community life and social mobility, 
teenage births, obesity, drug abuse, violence 

and imprisonment. Interestingly, even the privi- 
leged in unequal societies suffer higher pathol- 
ogies than their peers in more equal societies. 


Health and social problems are worse in more unequal countries 
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Source: Wilkinson & Pickett, The Spirit Level (2009) SS THE EQUALITY TRUST 


FIGURE 16 : CORRELATION: HEALTH AND INEQUALI- 


TY WILKINSON AND PICKETT: THE SPIRIT LEVEL 





It thus comes as no surprise that high relative 
inequality of wealth and income is correlated 
with social instability, or that economic shocks 
exacerbate the tensions that occasion upris- 
ings. Since the beginning of the decade, from 
about the middle of the global economic crisis 
and recession, we have seen demonstrations, 
protests, and riots across the world, from Rio 

de Janeiro and Santiago, to Johannesburg and 
Hong Kong,?2 and from New York to Paris and 
London,:”? to Tunis, Cairo Baghdad, Beirut, and 
Islamabad.1% While the individual circumstances 
giving rise to each outburst vary, certain fea- 
tures are common to all: A sense of inequitable 
deprivation, or relative disadvantage, occasioned 
by the policies of governments that have led to 
privilege for a few at the expense of the many. 


Many social forces, some religious or narrowly 
sectarian, some secular, socialist, populist, or xe- 
nophobic, have emerged, as so often over previ- 


ous centuries, to mobilise the anger and anguish 
of ordinary citizens. Some are social activists 
aiming to improve socio-economic conditions, 
right perceived wrongs, and improve society; 
others are disciplined, radical anarchists or other 
extremists seeking to destroy existing institu- 
tions, to build a new utopia from the rubble. A 
few successful populists achieve legitimacy by 
manipulating reality symbolically, locating social 
grievances in a narrative with well-defined pro- 
tagonists, antagonists, and a need for interven- 
tion. Populist campaigners always claim to be on 
the side of light against the forces of darkness. 


FORECAST As we move further into an 
era in which normative certainty is weaken- 
ing, power is diffused and contested, and a 
technological revolution is sweeping across 
the world privileging those equipped to 
exploit it at the expense of others less for- 
tunate, all societies will need exceptional in- 
stitutional flexibility and high levels of social 
cohesion to manage the disruptions that this 
will effect. The trend is exorable across the 
decade and well-intentioned governments 
and civil society will need to join hands and 
minds to meet the challenge. 


Trend Seven 





Weakening 
national governance 


The secular geo-economic shifts and geopolitical 
stresses discussed earlier, have contributed to a 
decline in state sovereignty, power and authority 
in the past two decades, leading to weakened 
trust in governments and other institutions. The 
sense of personal and institutional responsibility, 
and the acceptance of accountability to citizens 
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and stakeholders that underpins institutional 
legitimacy, have been weakened by globalisa- 
tion and extensive reliance on market mecha- 
nisms to advance welfare and development. 


Social media and other ICTs provide access to 
information, often without context, and prompt 
the illusion of expertise, encouraging engagement 
with less reflection than is needed for construc- 
tive contributions. Twitter and Facebook privilege 
emotion and expression but discourage analysis. 


We have weakened the authority of represen- 
tative political systems, without clarifying how 

to improve them. The implications are unclear. 
Present-day democratic constitutions provide for 
representative government through the election of 
persons for fixed terms to implement their elec- 
toral promises,! but several generations of young 
citizens have become used to crowdsourcing infor- 
mation, solutions and funding to implement them 
using digital media and have little tolerance for the 
far-slower tempo of political life. The social media 
campaigns that underpin mass street protests 

are also transforming politics: Governments, and 
the political class, are resisting, while protesters 
are taking їо the streets in growing numbers. 


Few who use social media understand the tension 
between making information about their personal 
locations, views and actions digitally available to 
Internet service providers,?”” while denying this 
information to governments.‘ In a world of violent 
extremism and terrorism, and increasing collabora- 
tion between terrorist groups and organized crime 
syndicates in the trafficking of weapons, drugs and 
people, and cyberthreat,”2 national intelligence 
and law enforcement services will inevitably mine 
the data that citizens and visitors make available 
through digital communications, to search for 
patterns that may disclose plans for life-threat- 
ening attacks, or serious criminal violations. 
Meanwhile efforts by foreign governments to 
manipulate electoral outcomes abroad are emerg- 
ing as the ‘new normal’ in interstate relations. 


But these new technologies have not strengthened 
the ability of national governments to promote the 
interests of their citizens, or to deliver on campaign 
promises in timeframes that seem natural to digital 
natives. Civic disaffection, political polarization 

and populism have thus led many to defect from 
voting or participating in political life. Governance 
suffers and trust declines. These tensions at the 
national level exacerbate the problems of collec- 
tive action on transnational challenges, further 
weakening the rules-based international order. 


Meanwhile, forced migration has become a cause 
celebre for political nationalists in Europe and the 
U.S. While the workforces of advanced economies 
in Europe and north America are aging, and benefit 
from selective immigration of young skilled work- 
ers from younger societies, floods of desperate mi- 
grants fleeing turmoil in the Levant, and North and 
West Africa, have been drowned, turned away, 

or held in reception centres in southern Europe. 


Hungary, Austria, Belgium, Spain, Italy, the Unit- 
ed Kingdom and the United States have suf- 
fered social tensions and political protests in the 
past decade. Meanwhile, states in the Levant”: 
like Jordan, Lebanon and Turkey, and others 

in Africa, like South Africa,*? bear unreason- 
able burdens due to forced displacement from 
neighbours into their national territories. Xe- 
nophobia has become a potent political card. 


Sharper polarization of communities, often 
between privileged urbanites and those “left 
behind” occupationally and economically out- 
side of flourishing centres, and harsher political 
discourse, are becoming widespread. As the 
productivity gap between firms at the pro- 
ductivity frontier and laggard firms becomes 
more тагкеа,13 as the technological revolu- 
tion progresses, this is likely to worsen. 


Meanwhile, as personal and communal identity 
is redefined under the pressure of these forc- 
es, fissures in established polities are widening. 
Secessionist movements: in Scotland — espe- 
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cially after Brexit — and in Catalonia in Spain, 
reflect contested identities not wholly dissimilar 
to those that split Slovakia from the Czech Re- 
public, Eritrea from Ethiopia, South Sudan from 
Sudan, and that reconstituted Bosnia-Herze- 
govina, Croatia, Macedonia, Montenegro, Serbia 
and Slovenia as separate states after the col- 
lapse of Yugoslavia. Social media are provid- 
ing nationalists with new tools to circumvent 
the state while engaging in nation-building. 


FORECAST This trend will continue 
throughout the decade, and even authoritar- 
ian states will not be exempt. China’s recent 
experience in Hong Kong is an instructive 
example of the limitations facing all govern- 
ments. The demonstrations have led Beijing 
to press for application of Article 23 of the 
Basic Law, providing that the territory “... 
shall enact laws on its own to prohibit any 
act of treason, secession, sedition and sub- 
version” against the Chinese government. 
The Hong Kong Chief Executive is, however, 
wary of using Article 23, and declaration 

of a state of emergency is likely sharply to 
exacerbate the protests. The relationships 
between rulers and citizens is already far 
less vertical and more horizontal. Trust is 

no longer a given and will increasingly have 
to be earned. This will increase pressures 
towards greater unilateralism, as govern- 
ments seek to defend their perquisites and 
address the needs of their citizens. In a 
highly connected world, unilateral policies 
formulated in competition or confrontation 
between governments are, however, unlikely 
to achieve sustainably positive outcomes. 


Trend Eight 





System-wide stresses: 
Impacts of a growing, rapid- 
ly urbanizing human popu- 
lation on the earth system 


The world population, at the median projection, 
will grow to about 8.5 billion people by 2030.1 
Asia will be home to about 4.9 billion people; 
Africa 1.68 billion; Europe 734 million; Latin 
America and the Caribbean 721 million; North 
America 396 million, and Oceania’47 million. 


Urban populations will increase significantly, 
by 639 million to 2,752 billion in Asia; by 298.5 
million to 770.1 million in Africa; by 92.3 million 
to 595.1 in Latin America and the Caribbean; 
by 39 million to 339.8 million in North Amer- 
ica; by 19.9 million to 567 million on Europe; 
and by 5.8 million to 33.7 million in Oceania. 


Working age populations (15-64 years) will 
fall significantly as a percentage of total popu- 
lations in Europe, North America and Oceania; 
modestly in Asia and Latin America and the 
Caribbean, and will rise significantly in Africa. 
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a source: United Nations (2015). World Population Prospects: The 2015 Revision. 


FIGURE 17 : POPULATION 15-64: UN WORLD 
POPULATION TRENDS 2015-2030 


The percentage of persons aged 60 and older will 
rise in all these communities, fastest in Europe and 
North America, and much more slowly іп АҒгіса.139 
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FIGURE 18 : POPULATION 60 AND OLDER: UN 
WORLD POPULATION TRENDS 2015-2030 


This growth, notably in urban populations in Asia 
and Africa, and working age populations in Afri- 
ca and the Middle East, will create extraordinary 
opportunities for human welfare, business and 
investment. Almost all new growth potential is 

in these emerging and developing economies. 


But there are challenges. Sharply rising urban pop- 
ulations, higher vehicle use, greater energy gen- 
eration, and the concentration of industries in and 
around cities and towns, are key sources of green- 
house gas emissions with today’s technologies. 
Although cities occupy just over two percent of the 
earth’s landmass today, they consume three-quar- 
ters of the energy, and account for three-quar- 
ters of global pollution. Urbanisation drives up 
energy consumption: a one percent growth in 
urban population increases energy consumption 
by 2.2 percent. Cities tend to be 1-6 °C warm- 

er than surrounding landscapes, so the growing 
demands of urban production and consumption 
are dangerously accelerating climate change. 


By 2030 we shall have some 800 million more 
people on the planet; hundreds of millions more 
in the middle class; but perhaps one third of the 
global population will be slum dwellers, with lim- 
ited access to services, unless we act decisively. 


A rising global population, living increasingly 

in urban environments, with higher disposable 
incomes, will consume more. The tension be- 
tween a rising global population with expanding 
desires, and the falling stock of groundwater, 


marine life, biodiversity, crop and grazing land, 
and a healthy atmosphere, is not sustainable. 
Climate change—and its impact on the other 
parts of the ecosystem—may create a system- 
ic feedback loop that threatens survival. We 
must align insights, policy and action to avert 
this, and mitigate its effects, while we push 
technological frontiers to seize opportunities. 


We must de-link the economic growth needed 
to eradicate poverty, provide security and sus- 
tain welfare, from reliance on the incineration 
and emission of carbon; and encourage hu- 
manity to distinguish human satisfaction from 
excessive production, accumulation, consump- 
tion and waste. The first is a technological and 
economic challenge of defining energy transition 
paths; the second is even more demanding.“ 


Extreme weather events around the world are 
focusing attention on the need to address climate 
change. There will be more emphasis on adapta- 
tion (increasing flood defences, securing electricity 
provision, and improving response times) than on 
mitigation, both because of the need to respond 
immediately, and because the stocks of CO2e*#4 
locked in, and the delay before mitigation takes 
effect, makes adaptation more cost-effective. 


The impact of change in the earth system on 
human societies has been a source of concern for 
millennia. Today, in the Anthropocene, aggregate 
human behaviour employing new and emerging 
technologies has become the primary element 
destabilizing the earth system, destroying biodi- 
versity, transforming nitrogen and phosphorous 
cycles, and damaging oceans and the atmo- 
sphere.!#2 Limiting this damage is imperative. 


China is addressing the need to reduce air and 
water pollution in and around its cities and shift- 
ing to renewable energy. The PRC now has the 
world’s largest deployment of solar PV and wind 
turbines, in addition to its coal-fired and nucle- 
ar generation plants. Large-scale deployment 

of renewables in China has driven costs down 
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dramatically, with generation costs by 2020 
likely to be lower than any fossil fuel source.“ 
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FIGURE 19 : STEFFEN ET ALIA, PLANETARY BOUNDAR- 
IES: GUIDING HUMAN DEVELOPMENT ON A CHANGING 
PLANET, SCIENCE, VOL. 347, ISSUE 3223, FEB. 13, 2015 





But we must act more swiftly and effectively. 
The IPCC’s Special Report on Global Warming of 
1.5°C,148 of October 2018, warned that climate-re- 
lated risks to growth, livelihoods, health, food 
security, and water supply will rise from those of 
the present with warming of just 1.5°C, and will 
increase dramatically with 2°C of warming. Lim- 
iting warming to 1.5°C requires slashing global 
emissions by 45 percent below 2010 levels, by 
2030. To achieve that we shall have to remove 
1,000 gigatons of CO? from the atmosphere by 
2100, perhaps through more terrestrial carbon 
sinks, bioenergy coupled to carbon capture and 
sequestration, and direct air capture, in addition 
to effecting deep decarbonization of our exist- 
ing energy supplies, in part by shifting rapidly 

to renewables. The additional investment need- 
ed to limit warming to 1.5°C is about $1tn each 
year until 2050.+46 New Climate Economy esti- 
mates that this will both achieve the goal and 
deliver $26tn in economic benefits by 2030.1” 


FORECAST There will be continuing pres- 
sure to reduce fossil fuel usage for energy 
and change human and social behaviours to 
decouple GHG emissions from development 
paths, and discourage excessive production, 
accumulation, consumption and waste. With- 
out the introduction of high carbon pricing 
and constructive social incentives to trigger 
and sustain behavioural change, and the 
development of energy transition paths that 
will enable deep decarbonisation, we shall 
not contain global warming below 1.5° by 
2030. With the stock of GHG (CO72e) already 
locked into the atmosphere, even significant 
reductions in new GFG flows, will be insuffi- 
cient to achieve the target. Climate-related 
risks to growth, livelihoods, health, food 
security, and water supply, will rise over the 
decade with warming of 1.5°C, and will in- 
crease dramatically on a path to 2°C: 


= The decline in marine fisheries with 
2°C of warming, will be double that 
we'll experience at 1.5°C. 


* Maize harvests will fall by over twice 
as much. 

* Insect ranges, including those of polli- 
nators, will decline threefold. 

Ж Sea levels will rise by a further five 
cm, putting another 10 million people 
at risk. 

Ж The number of people experiencing 


extreme heat with 2°C warming, will 
be double that of a rise of 1.5°C. 


Limiting warming to 1.5°C requires slashing 
global emissions by 45 percent below 2010 
levels within the decade. Containing warming 
on a trajectory to 1.5°C requires us to remove 
1,000 gigatons of CO? from the atmosphere 
by 2100, perhaps through more terrestrial 
carbon sinks, bioenergy coupled to carbon 
capture and sequestration, and direct air 
capture. The additional investment needed to 
do this is about $1tn each year until 2050. 
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E Scenarios to 2030 in the 
context of these trends 


At the global level, one can sketch three 
scenarios for the decade ahead: 


* Islands — A G2 world in which Washington 
and Beijing pursue competitive security 
and mercantilist policies with little cooper- 
ation.+ In this world, most other states will 
suffer neglect of their interests, and be en- 
couraged, and perhaps forced, into making 
choices between alliances with either the 
U.S. or China. Russia would benefit in the 
immediate term, leveraging its relationship 
with China, and extending control of its 
neighbourhood, but the limits of this would 
soon become clear. This scenario would 
lead to further fragmentation of Europe (in- 
cluding the EU), ASEAN, the African Union, 
and Latin American regional organizations, 
and would exacerbate tensions in the Mid- 
dle East. Trade in goods and services and 
foreign investment would be constrained,*=" 
negatively impacting on growth, and tip- 
ping the world into another deep recession, 
in which [unconventional] monetary policy 
instruments would be of limited value due 
to low and negative interest rates, while 
most countries would have very little fiscal 
space. Banking and corporate defaults 
would multiply. The effects could be far 
worse than in 2008-2014. Although the 
price of renewable energy sources will have 
fallen below that of fossil fuels, the deep 
decarbonisation needed to avert climate 
catastrophes will not be undertaken due to 
the scale of prior investment in legacy en- 
ergy sources, and the cost of substitution. 
The world will miss its opportunity to stay 
within the window of 1.5°C [and possibly 
2°C] warming. 


* Archipelagos — A multipolar world in which 
the European Union recovers a sense of 
collective identity and common purpose, ? 


in which the United Kingdom shares, 

and, leveraging their relations with Japan, 
Canada, Australia and New Zealand, the 
Europeans engage actively with Beijing, 
Washington and Moscow to moderate the 
most negative impacts of their competi- 
tion.! This is an unstable period, however, 
as domestic tensions arising from inequality 
of income and wealth, weaken the social 
cohesion needed in all states to effect 
essential transitions in education, employ- 
ment and energy in each country, invest in 
mitigation of the effects of climate change, 
and deepen macroeconomic coordination. 
Even if Europe finds the will and the way to 
play this role, this scenario will tip towards 
one of the other two within the decade. 


Constructive Equilibrium — In this scenar- 
io, geo-economic and geostrategic insight 
prevails in both Washington and Beijing, 
permitting the governments to define a 
system based on well-defined limits that 
allows them to compete and cooperate, 
while minimising the threat of conflict. This 
emerges from both rational threat appreci- 
ations by the intelligence and national se- 
curity establishments in each country, and 
the outcome of the UN Secretary-General’s 
UN@75 and Beyond initiative, which stim- 
ulates national dialogues around the world 
in 2020 to help define means to achieve a 
global partnership for a just, peaceful and 
sustainable future, by addressing emerging 
risks and opportunities through collective 
action. Washington comes to understand 
Beijing’s 4l’s approach - innovating for 
growth, improving global economic and 
financial governance, constructing an open, 
interconnected world economy, and pro- 
moting inclusive development thought the 
2030 Agenda.:* Both sides learned from 
the trade conflict in 2018-19 and rec- 
ognised that escalating this conflict was not 
in their interests. They therefore collaborate 
with Japan,! India and the EU in a prudent 


GLOBAL TRENDS: 2030 NOVEMBER 2019 THE ARAB STRATEGY FORUM 27. 


WTO reform, restoring the arbitration panel 
to enable dispute resolution, Mr Macron’s 
initiative in favour of trust and security in 
cyberspace provides a basis for collabo- 
ration between the powers to protect the 
integrity of the Internet, eliminate intellectu- 
al property violations, improve the secu- 
rity of digital products and services, and 
strengthen international standards. These 
measures permit collaborative management 
of energy transitions in China, Japan, the 
U.S. and elsewhere to permit deepening 
decarbonisation and constructive steps to 
manage strains in the global economy. 


At the regional (MENA) level, the consid- 
erations are very similar. Two stark alter- 
native scenarios can be considered: 


* Destructive Decline — In this scenario, char- 


acterised by continued geopolitical compe- 
tition exploiting sectarian tensions between 
Arab gulf states and the Islamic Republic 
of Iran (IRI), chiefly, though not exclusively, 
though proxy forces, and including more 
extensive deployment of the IRI’s Quds 
Force?®’ it proves impossible to undertake 
effective reconstruction of Libya or Syria, 
which allows ISIS to regenerate in Syria 
and penetrate further into Iraq. Civilian air 
traffic control and logistical systems are 
disrupted, requiring massive investments in 
cybersecurity, and counterthreat capability. 
The potential of these states to lead the 
transition of energy systems to renewables 
and deploy digital technologies in enhanc- 
ing the quality and efficiency of government 
services, and education and training, is 
undermined. This scenario is most likely in 
the context of the Islands scenario at the 
global level. 
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Regional Transformation — This scenario 
envisages an environment transformed by 
a regional collective security agreement 
premised on a doctrine of limits on state 
behaviour, specifically non-aggression 

and non-interference in the affairs of other 
states. [The Russian Federation introduced 
a proposal for a Helsinki-style process to 
the UN on July 23, 2019.8 It was wel- 
comed and endorsed by the PRC two days 
later.!5 On July 30, an Iranian consultant 

to the UN Dialogue on Civilizations point- 
ed out that IRI President Hassan Rouhani 
had proposed a ten-point plan for regional 
security at a meeting in Doha in 2007. 
This envisaged creation of a Gulf Security 
and Cooperation Organization comprising 
the six member states of the Gulf Cooper- 
ation Council (GCC), Iran and Iraq in ac- 
cordance with Clause 8 of Resolution 598 
of the United Nations Security Council.] In 
this scenario, Track Two talks in 2019/2020 
flesh out the structure of a regional collec- 
tive security agreement imposing reciprocal 
obligations of non-aggression and non-in- 
terference, on all states in the Gulf, and 
providing for economic and security coop- 
eration in related areas. The P5+1 guaran- 
tee the agreement and secure its approval 
by the UN Security Council. This enables 

a ceasefire and effective negotiations for a 
peaceful transition in Yemen, and the de- 
ployment of resources under UN and Arab 
League supervision for the reconstruction 
of Iraq and Syria, permitting the gradual re- 
turn of refugees from Jordan, Lebanon and 
Turkey. This scenario is most likely under 
the global Constructive Evolution scenario, 
and its achievement, with the coopera- 
tion of the U.S., China, Russia and lead- 
ing European states, would enhance the 
likelihood of that global scenario emerging. 
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